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THEORY OF INTERNATIONAL TRADE
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There are many other varieties of trade theory, making different assumptions
and getting different results. One kind that has gotten a lot of attention in
recent years assumes increasing returns to scale, which means that large
producers are more efficient than smaller producers., Ricardo, as noted
above, assumed constant scale returns. Neoclassical theories like HOS
assume decreasing returns and get generally similar results. If you allow
increasing returns then bigger is better, and one nation may end up
dominating an industry, but it's hard to say which nation will do so.
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HRAEAZMAEHEEYE %, E| The course is divided into c4 | ABCG
%é@%:}fi\ At Iy /J&T A2k # % | three main parts. The first
B R R R H 1LY %F’i%ﬁ%é’)ﬁ* part is the static models of
REE, trade, Starting with the
traditional Ricardian, specific
factors, and Heckscher—Ohlin
models, we then examine
what happens when we relax
some assumptions, for
example by allowing for scale
economies or externalities,
The second part of the
course is trade, growth, and
environment, This second
part examines the interaction
between growth theory and
international trade theory,
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